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REPORT OF THE DIRECTORS TO THE SHAREHOLDERS 


Operations 

It is gratifying to report that the year was 
one of significant progress for your 
Company, with most operations show- 
ing substantial improvement. 

On a comparative basis each quarter of 
the year showed gains over 1966. The 
final net income of $604,696 was 20.1% 
greater than the $503,734 earned in the 
previous year. After First Preference share 
dividends, earnings, on a participating 
basis, on the Second Preference and Com- 
mon shares of the Company amounted to 
50¢ per share outstanding compared with 
38¢ per share in 1966. 

The Company’s volume of retail busi- 
ness transacted amounted to $60,672,805 
representing an increase of 7.5%. Retail 
instalment notes increased moderately 
from $60,034,628 at the end of 1966 to 
$60,631,486, while wholesale receivables 
declined from $2,646,201 to $1,584,381 
in the same period. 

During the year money costs continued 
to rise with no improvement in the 
availability of long term funds. The im- 
provement in the acceptability of your 
Company’s short term secured notes with 
corporate and institutional lenders indi- 
cates confidence in your Company on the 
part of these professional investors. On 
June 30th, 1967 short term borrowings 
from other than banks and affiliated com- 
panies totalled $255,000. During the last 
six months of the year this position im- 
proved to a total of $2,479,700 outstand- 
ing. The market for short term notes 
continues to develop favourably with the 
result that there has been a further in- 
crease in borrowed funds from that source 
during the first two months of 1968. 

Despite severe and increased competi- 
tion for available business, the rates of 
return were adjusted, where practical, to 
partially offset the sharp rise in money 
costs. General expenses were well con- 
trolled although costs of goods and ser- 
vices continued to increase and upward 


pressure was very evident in salaries. 
Branch structure was further consolidated 
with several offices, not considered suffi- 
ciently profitable, being closed. Two new 
consumer loan offices were opened where 
economic conditions appear more con- 
ducive to profitable business. Your Com- 
pany accordingly continues to maintain 
a nation-wide service of seventy-nine 
branch offices located in eight provinces. 
Of this number twenty-one are operated 
by the acceptance division and fifty-eight 
by the consumer loan companies. 

After five years of exceptional growth 
there was an evident tapering off of 
Canadian business. This trend was re- 
flected in your Company’s activities and 
was particularly noticeable during the 
second half of the year, when industrial 
and consumer demand fell below the 
previous year. 

Further improvement from the pre- 
vious year-end is also shown in reposses- 
sions on hand and liquidating losses. In 
the acceptance division all losses incurred, 
by the disposal of repossessions, were 
written off and net losses were approxi- 
mately 26% lower thanin 1966. The dollar 
value of repossessions on hand in the 
acceptance division at the end of the year 
declined by approximately 20%. In the 
consumer loan division repossessions, 
which are not an important factor, were 
reduced by approximately 50%, and losses 
written off during the year decreased 
by 17% compared with the previous 
year. Allowance for doubtful receivables 
at the year-end totalled $1,163,042 
or 2.07% of net receivables, compared 
with $1,105,500, or 1.98%, last year. It is 
the Company’s intention to continue to 
maintain adequate allowances. 


Income and Expenses 

Gross income from all sources increased 
during the year to $8,738,981 from 
$8,401,995. This increase was the result 
of the Company’s policy of employing 
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Report of the Directors to the Shareholders continued 


funds at higher yields. There was a slight 
decrease in the cost of borrowed funds 
from $2,978,615 in 1966 to $2,974,238 
this year. The reduction resulted from 
lower average borrowings outstanding 
rather than from the cost of borrowed 
funds. Consistent with the present day 
inflationary trends, administrative and 
general expenses increased to $4,241,260 
compared with $4,076,195 for 1966. 


Consolidated Net Income 
Consolidated net income was $604,696 
compared with $503,734 in 1966. The 
consolidated net income for 1967 amount- 
ed to 3.83 times the First Preference share 
dividends. After payment of these divi- 
dends, the earnings on the 896,558 
Second Preference shares and Common 
shares outstanding amounted to $447,285 
or 50¢ per share. 


Dividends 

Annual dividends, amounting to $3.125 
per share, were paid on the outstanding 
First Preference shares, Series A and B, 
and $3.00 per share on the outstanding 
First Preference shares, Series C. Your 
directors considered the payment of 
dividends on the Second Preference and 
Common shares. In view of the adverse 
financial markets it was deemed prudent 
to conserve the Company’s cash resour- 
ces and, consequently, no dividends were 
declared. Your directors do not anticipate 
any change in this policy during the 


current year. 


Assets 

After deducting the allowance for doubt- 
ful receivables and unearned service 
, charges, contracts receivable amounted 
to $55,003,608 compared with $55,936,- 
321 last year. Retail receivables increased 
by approximately $600,000 while whole- 
sale accommodation to dealers was re- 


duced by about $1,000,000. Unearned 
service charges amounted to $6,049,217 


or 12.60% of related receivables com- 
pared with $5,639,008 or 11.94% a year 
ago. A complete explanation of the 
method of recording income from con- 
tracts is contained in Note 2 to the 
financial statements. At the end of the 
year total assets amounted to $57,195,950. 


Liabilities 

During the year 2,657 First Preference 
shares, par value $50 each, were redeemed 
to satisfy purchase fund requirements. 
Debentures and long term secured notes 
having a par value of $243,500 were re- 
tired to satisfy purchase and sinking funds 
and serial maturities. 


Outlook 

The past year saw a number of changes in 
government legislation. The revision of 
the Bank Act, granting the banks addi- 
tional powers and rights, is expected to 
affect all financial institutions and increase 
competition. At the provincial level laws 
were passed in five of the provinces in 
which your Company operates, to legis- 
late the rights of the consumer in certain 
fields of commodity purchasing and 
These acts 
legislation which embodies regulations 


credit transactions. create 
many of which your Company previous- 
ly employed on a voluntary basis. A 
number of documentary changes were 
required and increased operating costs 
will be incurred. We feel these regula- 
tions will create improved relationships 
between borrower and lender and lead to 
a better and more wholesome climate in 
which to operate. 

In the present unsettled world condi- 
tions, it is extremely difficult to forecast. 
However, provided general economic 
and financial conditions remain reason- 
ably constant, we believe 1968 should 
be a year of moderate improvement for 
the Company. Much depends, too, on the 
cost and availability of money. Any im- 
provement in this area should accrue to 


the Company’s benefit due to the flexi- 
bility in our operating structure. In this 
respect the industry, through the Federat- 
ed Council of Sales Finance Companies, 
and the investment community through 
the Investment Dealers’ Association of 
Canada, have agreed on a standard form 
of reporting for sales finance companies. 
This will provide the institutional and in- 
vestment analyst with basic, reliable and 
readily comparable financial information 
on all companies which complete these 
reports. It is hoped that these reports will 
materially aid your Company in generat- 
ing new sources of short and long term 


funds. 


Personnel 

Staff selection and training represents one 
of the most important facets of business 
today. Constant effort is exerted in this 
field in an endeavour to improve indi- 
vidual effectiveness. We will continue to 
seek more efficient ways to successfully 
conduct your business. 

The progress recorded in this report 
reflects the work of many men and 
women throughout your Company. 
Their willingness to face new responsibil- 
ities and challenges is gratefully acknowl- 
edged by the Directors. 


On behalf of the Board of Directors, 


Chairman of the Board 


President 


Toronto, March 18, 1968 
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UNION ACCEPTANCE CORPORATION LIMITED 


CONSOLIDATED STATEMENT OF INCOME 


Year ended December 31, 1967 (with comparative figures for 1966) 1967 1966 
Income 
See aee eal esac terest aCOMe (Otel) ve, Aree 645). G ey en Delores ssh seca kd as oes. $8,539,140 $8,191,353 
(COUN OTUs ivearanto: (5 Sic 1p AG dol ee eee a 199,841 210,642 
8,738,981 8,401,995 
Expenses 
Interest on secured notes and debentures and amortization of debt discount and expenses....... 2,974,238 2,978,615 
Drece comiuileration Or cirectors atid seMior OMICETS -. 2. o. ls ect ce nec bevescenescveens 185,475 159,214 
Depreciation of office equipment and amortization of leasehold improvements ............... 65,010 78,833 
Eigorization Onpranch development period. costs (note 4) 2.6 ue sede nse eee deen ees’ 52,154 102,345 
aera ery enc UCral Cx DCUSes ne ee hea Fabby sau sess hab seein tinea: 4,241,260 4.076,195 
TLS. 137 7,395,202 
peerareMCOLe IC OMIC aM See see ee Rane fo a nk d ded Mou own ce ee dee das ewleeeaces 1,220,844 1,006,793 
| TRYeONUANG CERCGS o. 5 A care detgh ties SARA Ue ORR BIST da a tee Se 616,148 503,059 
NASR RSSUTIS TITY Urls IEEE 3 AN Gan hoi clr oer a $ 604,696 $ 503,734 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Year ended December 31, 1967 (with comparative figures for 1966) 1967 1966 
DSLeDVere CYS Cg HN an HENGE SIT eA ds Raed OS Cicer AI Pea $2,191,303 $1,851,101 
JNI6S TRON TiRe TROT COA ENR o's Ain wee yey cate acs erage Oa rey nn mac A 604,696 503,734 
2,199,999 2,354,835 
Deduct 
| SLE TSING DS GING SUBS 30) CRS ae IEE CS) cose: ceo oO RR PR Tega 157,411 164,887 
Bibaiesissile expenses tess; ap picabie TeqUCtION 1M MICOIME CAKES 4 645% Wit ie dee alsulas deus ates 11,883 22,182 
169,294 187,069 
2,626,705 2,167,766 
ee Mea st ee Case LUNG OPCTALIOUS cto. cei care ele 5 on eoie Shines og 9 sie'e eos mere peewee 20,703 23,521 
Be ECS Cip 0s beel ee ite 1u (Fes rates eae Ne LTE) Oo. eNO Oe ara ea $2,647,408 $2,191,303 


See accompanying notes to consolidated financial statements 


UNION ACCEPTANCE CORPORATION LIMITED 


(Incorporated under the laws of the Province of Ontario) and subsidiary companies 


CONSOLIDATED BALANCE SHEET December 31, 1967 (with comparative figures for 1966) 


Assets 1967 1966 
Oe) s I MES Segre an ie oh i Ok a ols becca Got. oeuer aude $ 1,061,239 $ 1,390,477 
Contracts receivable (note 3) 
Retail instalment notes,....osisc bs:cks teacees @ We aa elane os vee amie rele ee cate 35,530,790 35,859,248 
Consumer loans ss. . 0:6) sutste aig we 5 eR a wv Sw oe es we re es ee Se ee 22,999,747 22,282,638 
Wholesale notes... scicses « suchen eos. acowe ieee eraveumte oa fe Siete et ieee te ee 1,584,381 2,646,201 
Leases and mortgages oases tia trenuse = oe eaten Renee tee eee nee 2,100,949 1,892,742 
62,215,867 62,680,829 
Deduct 
Allowance for doubtful: receivables, 4.5.5. se ee re 1,163,042 1,105,500 
Unearned ‘service charges ing acco ccoe eee es ee eee es Os ope 6,049,217 5,639,008 
(AVRO!) 6,744,508 
Contracts recervable:-lessedeductionsy+. 4.0 a= aie oan Oa ee ee ee 55,003,608 55,936,321 
Accounts receivable . 23.2 .s6.ebiectee ee ee a ee ee ee 61,974 101,386 
Special refundable.tamyssni bag ce  eegeeen « winleeiouen oo alae er 26,343 16,200 
Other assets and deferred charges 
Office equipment and leasehold improvements, at cost, less accumulated depreciation and 
amortization: 1967) $429. 347 1966: $389. (67 a eee ek ak ee ee ee 270,503 318,804 
Prepaid expenses 2). 3.2% ces Gees tals come ee ea naka en en 98,276 108,292 
Branch development period ‘costs, less amount amortized (note 4/14 4.90 ee 19,055 71,209 
Expenses and discount on issue of term debt less amount amortized (note 5) .............-. 579,550 635,999 
Expenses on issue of first preference shares less amount amortized (note 6) ...........-++--- 75,402 87,969 
1,042,786 1222278 
$57,195,950 $58,666,657 


See accompanying notes to consolidated financial statements 


Approved by the Board of Directors 


J. V. Barbat, Director 
G. F. Edgar, Director 


Liabilities 1967 1966 
Demand and short term secured notes (note 7) 
ari cmenT eE re e te AAR Agha Ata ilurs. dus fot Shyness Shwe Jaa ow elves $ 9,501,563 $13,150,938 
SMMC CURSO. (GONBD SEES a Acs sad ce ces ch ig acacia a Sa a ee 2,258,840 2,261,004 
ae ee ee ere he he eee Oke ek on oGle Hae cb ease kene talk 2,479,700 429,000 
14,240,103 15,840,942 
Peoeeieeo ly ablcaudeacceed abilities nent t Ques So aae as ee es AG PORE eek 810,303 850,599 
Deeper CoN ANAC cr it ctiene a SSR MLR soon Ani Hors oxen Bais < vis dpe eRe NEY ON 223,233 269,662 
Be mle MeLe dirs IAN ASLCtCHLIONS <x oe oem c Sua eaves cased See nessa esl dn 4 Cee SRW Te 429 336 410,701 
“OWIGBINGIS JERTCN OIE A cs ena de Dent a ies ie a rm rarer ee Oe a 38,282 40,328 
Beer Cet aNG Me ooo ws sce pes we aw bE dae cs wes aundin Haas ae 215,496 97,673 
ere Moiese Mi cuUOles (NOES) ANG 8) bac chu taneous tice sous pec Se aeaore canny end be ees 24,973,309 25,074,644 
Berean OSM IS Cok) eee CU PANT SF Lome LV ES DE RIN fh o.oo cosa o Sian a so. SiGAW Lbs # ae 4 eWheenes 6,844,976 6,984,451 
47,775,038 49,569,000 
Shareholders’ equity 
Capital stock (note 11) 
PASE DIV ISI Cle BST G tieses at ae ne ogre eg ee Fee eae ee 2,488,600 2,621,450 
SO SON) OUGNS SNCS STR a oe AG a let a eT cee ee ere eee rise DFE 921 OFT O21 
COMPICINS HOO: 4 Se ae bette Fe Ae ae eee nN gt LEY Co Rey neem oe ee ee 1,512,983 1,512,983 
6,773,504 6,906,354 
eerie dee oriiiie. otes I ind al 3)ie aie Va, Ws ee aes ue Mine ok seed Saigon anne 2,647,408 2,191,303 
9,420,912 9,097,657 
$7,195,950 $58,666,657 
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UNION ACCEPTANCE CORPORATION LIMITED 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
Year ended December 31, 1967 (with comparative figures for 1966) 1967 1966 


Source of funds 
From operations 


Net income oe eck Piew ao ols ale ah ia -erence, © eh escntw CR Ia ae tee Hr6 ee eres Ee $ 604,696 $ 503,734 
Add items not requiring cash expenditure 
Depreciation of office equipment and amortization of leasehold improvements............ 65,010 78,833 
Amortization‘of branch development periodicosts <2 00 eve ae 52,154 102,345 
Amortization‘of-debt. discount and expenses 2) 15..--0-0-- one ee 2 ee eee 95,925 93,187 
Deferred income taxes. . «oss s ets eg Sivne oie uaw ct es Gas ee 117,823 (74,589) 
935,608 703,510 
Issue Of common Shares 25 2. ..bise We seins oo Ge bo Wikies we. Ge ae le a ere er enero — 896,560 
Total source of fonds: « iaci.55541 eS ee ee eee eee 935,608 1,600,070 
Use of funds 
Additions to office equipment and leasehold improvements—net................02 eee eee eee 16,709 14,226 
Debt issue expenses s:c4i5 a.wts 6a sera easiest ae See ede ten ee 38,792 5,806 
Special refundablé.ta%% 5... 4ssaune mauon er eeen eee Cae eee ee ne 10,143 16,200 
Reduction. of long’ term secured notesand debentures... -..2.c2e ee ee eee 888,835 234,335 
Cost of first preference:shares purchased for cancellations:54.24.0++4.s ss ee seek ee ee 112,147 107,963 
Dividends on firsteptefetence shares... cscs. ses ese | ne ee 157,411 164,887 
Totalise of funds caév.scsd everson bee oe een er eee ee 1,224,037 543,417 
Increase (decrease) in working capital including ae 
contracts receivable;dueafterone-yeatig ae eeee 2 eae ae ee ee $ (288,429) $1,056,653 
Increase 
WORKING CAPITAL including contracts receivable due after one year 1967 1966 (decrease) 
Cash sees oo celeste ee re $ 1,061,239 $ 1,390,477 $ (329,238) 
Contracts receivable—net (including amounts due after one year) ............ 55,003,608 55,936,921 (932,713) 
Accounts receivable=.dcea 60 oe ee ee 61,974 101,386 (39,412) 
Prepaid expenses + .< 224.502 ao a ee 98,276 108,292 (10,016) 
56,225,097 57,536,476 (1,311,379) 
Deduct = ae * onion 
Demand and short term secured notess. 2) ee ee eee 14,240,103 15,840,942 (1,600,839) 
Accounts payable and accrued Habilities.3.- 91s ea ee a ee 798,638 838,934 (40,296) 
Income taxes payable: .2...2, 4. aye a eee 223,233 269,662 (46,429) 
Dealers -credits and retentions) nese eae ee eee 429,336 410,701 18,635 
Dividends payable +... ic, Geese ee eee eee 38,282 40,328 (2,046) 
Term debt'due within one year (0. ane ee ee 813,945 165,920 648,025 
16,543,537 17,566,487 (1,022,950) 
Working capital including contracts receivable due after one year ............ $39,681,560 $39,969,989 $ (288,429) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1967 


1. Principles of consolidation and currency conversion 

All subsidiary companies have been wholly owned since incorporation, 
are included in the consolidation, and consist of Union Finance Com- 
pany Limited, United Finance Company Limited, Union Leasing 
Company Limited and Union Realty Credit Limited. Long term 
secured notes and debentures issued in United States dollars are in- 
cluded in the consolidated balance sheet in the Canadian dollar equiva- 
lent received at the time of issue. Other United States dollar amounts 
are converted to Canadian dollars at the rate of exchange at December 
31, 1967. 


2. Method of recording income from contracts 

On interest bearing consumer loans, and mortgages, income is recorded 
only as it is collected. 

On wholesale financing provided to dealers and on automobile lease 
contracts, income is recorded monthly at the time of billing. 

On retail instalment notes, discount basis consumer loans and equip- 
ment lease contracts, the entire service charge is credited to unearned 
service charges at the time of acquisition and transferred to income as 
follows: 


On certain conditional sales contracts (retail instalment notes) ac- 
quired by the consumer loan subsidiaries where the security is used 
automobiles and the credit risk is considered to be greater than on 
other business, an amount representing between 10% and 20% of 
the service charge is credited to income in the month of acquisition. 
An equivalent amount is expensed as a provision for losses in the 
same month and credited to the allowance for doubtful receivables. 
The remainder of the service charges, which is adequate to cover the 
cost of servicing these accounts and to provide usual operating mar- 
gins, is transferred to income monthly on the sum of the digits 
method over the term of the contract commencing in the month 
the contract is acquired. 

On the remaining retail instalment notes, discount basis consumer 
loans and equipment lease contracts, the entire service charge is 
transferred to income monthly on the sum of the digits method over 
the term of the contract commencing in the month the contract is 
acquired. No amount is taken into income as an acquisition charge 
or fee. 


3. Contracts receivable 

The retail instalment notes require repayment in approximately equal 
monthly instalments over a specified term which varies according to 
the type of merchandise being financed and is usually not in excess of 
36 months but may in some instances extend to 5 years. Consumer 
loans are repaid in a similar manner to retail instalment notes and over 
similar terms, but loans made under the Small Loans Act of Canada are 
limited to a maximum period of 30 months. Wholesale notes in all 
cases are on a demand basis. 


4. Branch development period costs 
In 1962 the company adopted the accounting practice of deferring a 
portion of the development period costs of new branches and amortiz- 


ing such costs to operations over the 36 months following the comple- 
tion of the development period for each branch. The unamortized 
balance of such costs on branches closed has been charged to operations 
in the period when such action was taken. 


5. Expenses and discount on issue of term debt 
Expenses and discount on issue of term debt are amortized to income 
over the term of each issue. 


6. Expenses on issue of first preference shares 

In 1964 the company adopted the policy of charging expenses on issue 
of all classes of capital stock to retained earnings in the year incurred. 
The unamortized balance of expenses on issue of first preference shares 
at January 1, 1964 is being amortized to retained earnings over a period 
of ten years. 


7. Secured notes payable 

Notes receivable of the company and Union Finance Company Limited 
(included in contracts receivable in the balance sheet) aggregating 
approximately $46,400,000, mortgaged, pledged and hypothecated to 
and deposited with the trustee, constitute the security for the secured 
notes payable. These secured notes payable are further secured by a first 
floating charge upon all the undertaking and other property and assets 
of the company and Union Finance Company Limited. 


8. Long term secured notes 


1967 1966 
Series A, 54% Sinking Fund due March 15, 

TOG ie enter er low hoe Coke tee $ 644,000 $ 649,000 
Series B, 5%4% due September 15, 1972 .... 988,000 988,000 
Series1€; 6% due March 1, 1974... .5...-- 2,500,000 2,500,000 
Series D, 744% due February 15, 1980 ..... 1,000,000 1,000,000 
Series E, 642% due April 15, 1967 to 1975 

Balance of proceeds U.S. $900,000—tre- 

payable in U.S. funds. Exchanged for 
Series M notes in June, 1967 (see below) 867,017 
Series £, 675 due April 1.1973 to 1977....<. 1,000,000 1,000,000 
Series G, 53%4% due April 1, 1974 to 1978 
Proceeds of U.S. $7,500,000—repayable 
Tp facta faker Se noe eet Re a gee Pate 8,070,627 8,070,627 
Series H, 64%% due June 15, 1975 to 1984 .. 2,000,000 2,000,000 
Series I, 64%% due June 15, 1980 to 1984... 2,000,000 = 2,000,000 
Series J, 64%% due April 15, 1976 to 1985... 1,000,000 1,000,000 
Series K, 6%% due April 15, 1976 to 1980.. 5,000,000 5,000,000 
Series M, 644% due April 15, 1968 to 1975 

Issued in exchange for Series E notes in 

June, 1967 and stated at proportion of 

proceeds of issue of Series E notes, U.S. 

$800,000—repayable in U.S. funds 

(repayment at the current rate of exchange 

would require $865,250 in Canadian funds) 770,682 


$24,973,309 $25,074,644 
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Notes to Consolidated Financial Statements continued 


9. Debentures 


1967 1966 
5%% Sinking Fund, Series C, due March 1, 

LOT Ae RA ee Ps Sees a eh ee $ 611,000 $ 629,000 
5%% Sinking Fund due November 15, 1972 553,000 600,000 
627% due December 15 9S ere eer 1,677,000 1,728,000 
614% due December 1, 1983............... 659,000 681,500 
64% Serial, due August 15, 1974 to 1978 

Proceeds of U.S. $1,150,000— 

repayable in"). fuads, -. ae eee 1,245,234 1,245,234 
6%4%, Series H, due July 2, 1980 to 1984.... 1,400,000 1,400,000 
644%, Series I, due May 15, 1976 to 1980 

Proceeds of U.S. $650,000— 

repayable mm UtS. funds™.fa sees. e 701,797 701,797 

6,847,031 6,985,531 
Less cash on deposit with trustee .......... 2,055 1,080 
$6,844,976 $6,984,451 


10. Debt maturity 
Sinking fund requirements, and maturities of long term secured notes 
and debentures in the next five years are as follows: 


1967 1966 
Long Term 
Secured 
Notes Debentures Total Total 
TIGTE Ree eee — — — $ 165,920 
LOGS intent tacr ge $ 752,000 $ 61,945 $ 813,945 827,000 
1969 a: ee ee 108,000 70,000 178,000 178,000 
LOT One ep ap 108,000 70,000 178,000 178,000 
LS 7h ee ee Oe 108,000 70,000 178,000 178,000 
W972 ge 1,096,000 430,000 1,526,000 — 
$2,172,000 $701,945 $2,873,945 $1,526,920 


11. Capital stock 
First preference shares, par value $50 each, issuable in series 


Authorized less redeemed—238,772 (1966—241,429) shares 
Outstanding— 


1967 1966 1967 1966 
23,041 24,334 shares 644% Series A, 
cumulative redeemable 
at $52.50 pershare.... $1,152,050 $1,216,700 
7,457 7,865 shares 644% Series B, 
cumulative redeemable 
at 52.5Ul per smare aaa. 372,850 393,250 
19,274 20,230 shares 6% Series C, 
cumulative redeemable 
at $53.00 per share.... 963,700 1,011,500 
$2,488,600 $2,621,450 
Participating non-voting, non-cumulative, 
second preference shares, without par value 
Authorized—1,500,000 shares 
Issued — 422,418 shares .......... $2,771,921 $2,771,921 


Common shares, without par value 
Authorized—750,000 shares 


Issued 474,140 shaves. 222 oe oe $1,512,983 $1,512,983 


Changes in issued capital 
First preference shares 
Purchased for cancellation—1,293 (1966—1,295) Series A shares, 
408 (1966—380) Series B shares and 956 (1966—955) Series C 
shares having an aggregate par value of $132,850 (1966—$131,500). 


Holders of second preference shares are entitled to receive non-cumu- 
lative dividends at the rate of 60¢ per share per annum before any 
dividends are payable to holders of common shares. In any fiscal year, 
after holders of second preference shares and holders of common 
shares have each received dividends aggregating 60¢ per share, then any 
additional dividends are to be paid in equal amounts per share on the 
second preference shares and common shares. 

As the company has not paid any dividends on the second preference 
shares since October 1, 1965, no dividends may be paid on the common 
shares until there shall have been declared, and paid or set aside for 
payment on the second preference shares, regular quarterly dividends 
for four consecutive quarterly periods at the rate of 60¢ per share per 
annum. 


12. Retained earnings 
The balance of consolidated retained earnings includes contributed 
surplus in the amount of $51,818 (1966—$31,115). 


13. Dividends 

The trust deed under which the secured notes are issued, the trust 
indenture under which the debentures are issued and the conditions 
attaching to the first preference shares contain certain provisions restrict- 
ing the payment of dividends. At December 31, 1967 approximately 
$2,522,000 (1966—$2,080,000) of consolidated retained earnings were 


free of restrictions under the most stringent of these provisions. 


14. Leases 

Annual rentals under leases which extend for periods in excess of five 
years amounted to $45,458 for the year ended December 31, 1967 and 
will remain at that amount until 1974, at which time rentals will 
diminish according to varying expiry dates until 1982. 


15. Pensions 

According to an independent actuarial valuation made as at December 
31, 1966 the unfunded liability of the pension plan amounted to 
$141,482 at that date. This obligation is being satisfied and charged to 
operations in the amount of $11,402 per annum. Annual contributions 
are made and charged to operations in amounts estimated by the 
actuarial valuation to be sufficient to fund all current costs of the plan. 
Pension expense for the year ended December 31, 1967, amounted 
to $40,413. 
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AUDITORS’ REPORT 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants 


THORNE, GUNN, HELLIWELL & CHRISTENSON 
Chartered Accountants 


To the Shareholders of 
Union Acceptance Corporation Limited 


We have examined the consolidated balance sheet of Union Acceptance 
Corporation Limited and subsidiary companies as at December 31, 1967 and 
the consolidated statements of income, retained earnings and source and use of 
funds for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1967 and the results 
of their operations and the source and use of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Peak Marwick, debi rh Thane, Sunn, Mlle Mule 
Chartered Accountants Chartered Accountants 


Toronto, Canada 
February 2, 1968 
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COMMENTS OF INTEREST TO THE SHAREHOLDERS 


More and more emphasis is now being placed on all companies to divulge more detailed in- 
formation and the Company is pleased to co-operate in this respect. 

The most frequent request concerns the Company’s current position and we are certain that 
shareholders will find the following comments from the Treasurer's Department of interest. 


Throughout the year the Company has enjoyed a strong liquid position with cash and 
unused bank lines available at all times to cover short term secured notes maturing within 
one year. The schedule below shows the Company’s current position at December 31, 
1967, with assets realizable within one year 2.35 times greater than liabilities due within 
the same period. 


Assets realizable within one year: 


(as entree ae daehe olia'lsy Bote wives Sota ks, Souia ts Gia EE ah es eae ee eae $ 1,061,239 
Wholesale receivables payable onidemand s4.5..¢my a ones 1,584,381 
Estimated maturities of contracts receivable. ..............++++-- 36,198,180 
Accounts recéivablegs. a: wnceivnters facies eta tie ee ee ee 61,974 

$38,905,774 


Liabilities due within one year: 
Demand and short term secured notes: 


Banks: .'. cssdos iiaelpaemetennl etacomtaia ee rea eee WN ain ee Ce nae $ 9,501,563 
Afhliated.companyx ie. 2 ee ee oe ee oe ee 2,258,840 
Other‘; S...8 weieue ane chee Lee oe te ee ee ee eee 2,479,700 
Accounts ‘payable and accrnec ligbilities canteen es ee 798,638 
Income taxes. payable Seu. o.yeeeb ian, vere he ce ee eee 2235239 
Dealers’credits‘and retentionsima =: 4 ee ee ee eee eee 429,336 
Dividends. payable win2mnc.cc)-t qe e tec oe een ain eee 38,282 
Long termsectired Oley ote once ee ee 752,000 
Debentures... 05.4 5 2x 3 Sate ew cece is ee oe eee 61,945 
$16,543,537 


Excess of assets realizable within one year over 
liabilities due withinione years. -  ae ee  e $22,362,237 


The acceptance of the Company’s short term secured notes by money market dealers 
and investors improved considerably in the last half of 1967, and it is expected that 
this interest will continue throughout 1968. 
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TEN YEAR COMPARISON TABLES 


1967 1966 1965 
Total Assets 57,195,950 58,666,657 59,678,340 
Contracts Receivable — 
less deductions 55,003,608 55,936,321 57,646,349 
Unearned Service 
Charges 6,049,217 5,639,008 4,893,978 
Secured Notes 39,213,412 40,915,586 41,492,979 
Debentures 6,844,976 6,984,451 7,097,951 
Shareholders’ Equity 9,420,912 9,097,657 7,992,395 
Gross Income 8,738,981 8,401,995 10,065,695 
Cost of 
Borrowed Funds 2,974,238 2,978,615 3,622,510 
Other Expenses 4,543,899 4,416,587 5,127,362 
Income Taxes 616,148 503,059 657,175 
Net Income 604,696 503,734 658,648 
Earnings on Second 
Preference shares and 
Common shares after 447,285 338,847 485,167 
dividends on First 
Preference shares 
Per share 50 38 HE 
Number of Second 
Preference shares and 

896,558 896,558 672,418 


Common shares 
outstanding 


1964 1963 1962 1961 1960 1959 1958 
69,639,372 51,685,197 39,175,147 27,559,417 25,552,153 24,350,807 20,772,886 
67,351,991 49,864,334 37,455,062 26,013,612 24,171,160 23,043,958 19,642,631 

D527 1,220 2} 150,001 d,00,020) 2,447,130: 92,255,200 2,039,013 1,757,591 
53,690,979 39,444,979 29,708,300 19,375,000 19,191,500 17,664,500 15,533,500 
6,568,734 5,275,734 4,140,000 3,520,000 1,722,000 1,827,500 1,853,000 
6,910,244 5,582,861 4,452,781 3,914,073 4,002,423 3,992,514 2,808,814 
8,602,797 6,403,455 4,627,491 3,692,776 3,649,242 3,400,077 3,207,427 
2,917,687 2,145,444 1,530,393 1,104,456 1,145,032 1,006,793 77S AOL 
4160924) 3,129,923 2,994,934" 1,937,267 1,731,318 1,652,064 1,582,830 

762,898 568,220 999.713 348,244 389,100 373,400 407,500 

761,288 559,868 382,451 302,809 383,792 367,820 443,996 

603,480 440,845 296,915 192,754 291,158 328,601 417,229 

ist2 82 7h 47 viel 80 1.05 

537,638 559,718 416,204 412,669 409,144 408,924 399,019 


See note 11 on Second Preference shares and Common shares on page 12 of this report. 
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16 Head Office 


Division Managers 


Branch Offices 


Director of Supervision 


General Supervisors 
District Supervisors 


Branch Offices 


UNION ACCEPTANCE CORPORATION LIMITED 


Union Building, 212 King Street West, Toronto 


J. C. R. Dewar, Assistant Vice-President 
I. B. Jackson, Assistant Vice-President 
R. B. McClure, Assistant Vice-President 
K. F. D. Harwood, Credit Manager 


T. Corcoran, Controller & Assistant Treasurer 
D. J. D. Rowley, Assistant Controller 


Halifax Toronto (3) Sudbury 
Truro Barrie Timmins 
Moncton Hamilton Winnipeg 
Montreal London Regina 
Val d’Or Ottawa Calgary 


UNION FINANCE COMPANY LIMITED, 
ano UNITED FINANCE COMPANY LIMITED 


R. R. Leonard, Assistant Vice-President 


J. J. Doyle 

H. O. Westra 

K. Brown H. E. Glasgow B. G. Higgins 
D. W. DeMille M. Ethier D. R. Kilburn 
Dartmouth Quebec (2) - London 
Halifax Roberval Ottawa 

Truro Ste. Thérése Port Arthur 
Moncton Val d’Or St. Catharines 
Saint John Verdun Sault Ste. Marie. 
Alma Toronto (5) Sudbury 

Hull Belleville Timmins 
Jonquiére Barrie Windsor (2) 
Levis Hamilton (2) Winnipeg 
Montreal (3) Kingston Regina 


UNITED FINANCE COMPANY LIMITED 
Calgary (3) Edmonton (3) 


UNION LEASING COMPANY LIMITED 
J. Wood, Assistant General Manager 


Edmonton 
Prince George 
Vancouver 
Vernon 


J. R. Warburton 


Saskatoon 
Coquitlam 
Dawson Creek 
Kelowna 
Kamloops 
New Westminster 
North Surrey 
Prince George 
South Burnaby 
Vancouver (3) 
Victoria 
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UNION ACCEPTANCE CORPORATION LIMITED AND SUBSIDIARY COMPANIES 
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To the Security Holders: 


The Directors of your Company present the following in- 
terim report on the consolidated operations of the Company 
for the SIX MONTHS ENDED JUNE 30th, 1967, with com- 
parative figures for 1966: 


1967 1966 
Gross operating income...... $4,393,000 $4,177,000 
Interest on borrowed funds... 1,503,000 1,495,000 
Other operating expenses..... 2,258,000 2,229,000 
‘Net income before taxes...... 632,000 453,000 
Provision for taxes........... 320,000 226,000 
METINCOME soci edie nis ss audi $ 312,000 $ 227,000 

1967 1966 


First Preference earnings per 

GIAO erie aie ete aie nese ours $6.06 $4.18 
Second Preference and Com- 

mon earnings per share on a 

participating basis.......... .26 16 


Contracts receivable at the end of June, 1967 were 
$61,857,000 compared with $62,881,000 at the end of 
1966 and $60,965,000 a year ago. 


During the twelve-month period ending June 30, 1967 
deferred income increased by $1,087,000 to $5,879,000. 
This increase results from a higher return on contracts pur- 
chased and a greater proportion of the total contracts receiv- 
able being represented by accounts purchased on a discount 
basis. 

As a result of the higher rate of return on funds employed, 
gross operating income has increased by $216,000 over the 
same period last year. Continued strict control of operating 
costs has resulted in approximately 39% of this increase be- 
ing carried through to net income. 


On behalf of the Board, 


F. E. BURROUGHES G. F. EDGAR 
Chairman President 


Toronto, Ontario, August 25th, 1967. 


Statement of Consolidated Source and 
Application of Funds 


(Unaudited Interim Report) 


Six Months ended 
Source of Funds: June 30 
Operations: 1967 1966 
Net income for the period.. $ 312,000 $ 227,000 
Add items not affecting 
working capital : 


Depreciation of office 
equipment and amorti- 
zation of leasehold im- 


provements........... 32,400 39,400 
Amortization of branch 
development costs... . 28,300 68,000 
Amortization of debt dis- 
count and expenses... 48,000 57,800 
Deferred income taxes... a 7,000 
Total funds from operations 420,700 399,200 
Issue of common shares..... _ 896,500 
Proceeds of disposal of office 
CQUIPMENC muri naccc en 1,900 700 
MOtal erates cents wanseiavns acs $ 422,600 $ 1,296,400 


Application of funds: 


Additions to office equipment 
and leaseholdimprovements $ 9,800 $ 15,500 


Deferred charges—debt dis- 


count and expenses....... 10,600 23,800 
Reduction of deferred income 

TED AES, cath punt ae RSIS eee ee 18,000 — 
Special refundable tax....... 14,500 3,800 


Reduction of long-term se- 
cured notes and debentures 


(TIGER) ett aren ye teas ecciaa s's 808,800 171,300 
First preference shares pur- 

chased for cancellation... . 36,100 36,600 
Dividends on first preference 

SHALCS oabateaares Sater he nner 79,800 83,900 
Ota leat canta cc aceu wens 977,600 334,900 
Increase (decrease) in working ; 

Capital mater wenn. ies vores (555,000) 961,500 
Working capital at beginning 

OMV Galea ueeiaw aucun ter. 6 39,969,900 38,913,300 
Working capital at end of 

DOnlOdieteeme ier yeaa: asta. $39,414,900 $39,874,800 


Note: The reduction of $808,800 includes provision for retirement of 
long-term secured notes, Series A, in the amount of $649,000 
maturing March 15, 1968. 
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